422.7 " Net income" how computed.

The term "net income" means the adjusted gross income before the net operating loss deduction as properly
computed for federal income tax purposes under the Internal Revenue Code, with the following adjustments:

1. Subtract interest and dividends from federal securities.

2. Add interest and dividends from foreign securities and from securities of state and other political
subdivisions exempt from federal income tax under the Internal Revenue Code.

3. Where the adjusted gross income includes capital gains or losses, or gains or losses from property other
than capital assets, and such gains or losses have been determined by using a basis established prior to
January 1, 1934, an adjustment may be made, under rules prescribed by the director, to reflect the difference
resulting from the use of abasis of cost or January 1, 1934, fair market value, less depreciation allowed or
allowable, whichever is higher. Provided that the basis shall be fair market value as of January 1, 1955, less
depreciation allowed or allowable, in the case of property acquired prior to that date if use of aprior basisis
declared to be invalid.

4. Subtract payments received by a beneficiary under an annuity which was purchased under an employee's
pension or retirement plan when the commuted value of the installments has been included as a part of the
decedent employee's estate for lowa inheritance tax purposes.

5. Individual taxpayers and married taxpayers who file ajoint federal income tax return and who elect to file
ajoint return, separate returns, or separate filing on a combined return for lowaincome tax purposes, may
avail themselves of the disability income exclusion and shall compute the amount of the disability income
exclusion subject to the limitations for joint federal income tax return filers provided by section 105(d) of the
Internal Revenue Code. The disability income exclusion provided in section 105(d) of the Internal Revenue
Code, as amended up to and including December 31, 1982, continues to apply for state income tax purposes
for tax years beginning on or after January 1, 1984.

6. Reserved.

7. Married taxpayers who file ajoint federal income tax return and who elect to file separate returns or
separate filing on a combined return for lowaincome tax purposes, may avail themselves of the expensing of
business assets and capital loss provisions of sections 179(a) and 1211(b) respectively of the Internal
Revenue Code and shall compute the amount of expensing of business assets and capital |oss subject to the
limitations for joint federal income tax return filers provided by sections 179(b) and 1211(b) respectively of
the Internal Revenue Code.

8. Subtract the amount of the work opportunity tax credit allowable for the tax year under section 51 of the
Internal Revenue Code to the extent that the credit increased federal adjusted gross income.

9. Subtract the amount of the alcohol fuel credit allowable for the tax year under section 40 of the Internal
Revenue Code to the extent that the credit increased federal adjusted grossincome.

10. Notwithstanding the method for computing the amount of travel expenses that may be deducted under
section 162(h) of the Internal Revenue Code, for tax years beginning on or after January 1, 1987, a member
of the general assembly whose place of residence within the legislative district is greater than fifty milesfrom
the capitol building of the state may deduct the total amount per day determined under section 162(h)(1)(B)
of the Internal Revenue Code and a member of the general assembly whose place of residence within the
legidative district isfifty or fewer miles from the capitol building of the state may deduct fifty dollars per
day. This subsection does not apply to a member of the general assembly who electsto itemize for state tax
purposes the member's travel expenses.



11. Add the amounts deducted and subtract the amounts included as income as a result of the treatment
provided sale-leaseback agreements under section 168(f)(8) of the Internal Revenue Code for property placed
in service by the transferee prior to January 1, 1986, to the extent that the amounts deducted and the amounts
included in income are not otherwise deductible or included in income under the Internal Revenue Code as
amended to and including December 31, 1985. Entitlement to depreciation on any property included in a
sale-leaseback agreement which is placed in service by the transferee prior to January 1, 1986, shall be
determined under the Internal Revenue Code as amended to and including December 31, 1985, excluding
section 168(f)(8) in making the determination.

12. If the adjusted gross income includes income or loss from a small business operated by the taxpayer, an
additional deduction shall be allowed in computing the income or loss from the small businessif the small
business hired for employment in the state during its annual accounting period ending with or during the
taxpayer's tax year any of the following:

a. Anindividua with adisability domiciled in this state at the time of the hiring who meets any of the
following conditions:

(1) Has a physical or mental impairment which substantially limits one or more major life activities.

(2) Has arecord of that impairment.

(3) Isregarded as having that impairment.

b. Anindividual domiciled in this state at the time of the hiring who meets any of the following conditions:
(1) Has been convicted of afelony in this or any other state or the District of Columbia.

(2) Is on parole pursuant to chapter 906.

(3) I's on probation pursuant to chapter 907, for an offense other than a simple misdemeanor.

(4) Isin awork release program pursuant to chapter 904, division I X.

c. Anindividual, whether or not domiciled in this state at the time of the hiring, who is on parole or probation
and to whom the interstate probation and parole compact under section 907A.1, Code 2001, applies, or to
whom the interstate compact for adult offender supervision under chapter 907B applies.

The amount of the additional deduction is equal to sixty-five percent of the wages paid to individuals, but
shall not exceed twenty thousand dollars per individual, named in paragraphs "a", "b", and "c" who were
hired for the first time by that business during the annual accounting period for work done in the state. This
additional deduction is allowed for the wages paid to those individuals successfully completing a
probationary period during the twelve months following the date of first employment by the business and
shall be deducted at the close of the annual accounting period.

The additional deduction shall not be allowed for wages paid to an individual who was hired to replace an
individual whose employment was terminated within the twelve-month period preceding the date of first
employment. However, if the individual being replaced left employment voluntarily without good cause
attributable to the employer or if the individual was discharged for misconduct in connection with the
individual's employment as determined by the department of workforce development, the additional
deduction shall be alowed.

A taxpayer who is a partner of a partnership or a shareholder of a subchapter S corporation, may deduct that
portion of wages qualified under this subsection paid by the partnership or subchapter S corporation based on



the taxpayer's pro rata share of the profits or losses from the partnership or subchapter S corporation.

For purposes of this subsection, "physical or mental impairment” means any physiological disorder or
condition, cosmetic disfigurement, or anatomical loss affecting one or more of the body systems or any
mental or psychological disorder, including mental retardation, organic brain syndrome, emotional or mental
illness and specific learning disabilities.

For purposes of this subsection, "small business® means a profit or nonprofit business, including but not
limited to an individual, partnership, corporation, joint venture, association, or cooperative, to which the

following apply:

(1) Itisnot an affiliate or subsidiary of a business dominant in itsfield of operation.

(2) It has twenty or fewer full-time equivalent positions and not more than the equivalent of three million
dollarsin annual gross revenues as computed for the preceding fiscal year or as the average of the three
preceding fiscal years.

(3) It does not include the practice of a profession.

"Small business' includes an employee-owned business which has been an employee-owned business for less
than three years or which meets the conditions of subparagraphs (1) through (3).

For purposes of this definition, "dominant in its field of operation™ means having more than twenty full-time
equivalent positions and more than three million dollars in annual gross revenues, and "affiliate or subsidiary
of a business dominant in its field of operation” means a business which is at least twenty percent owned by a
business dominant inits field of operation, or by partners, officers, directors, majority stockholders, or their
equivalents, of abusiness dominant in that field of operation.

The department may, by resolution, waive any or all of the requirements of paragraph "b"* in connection
with aloan to a small business, as defined under applicable federal law and regulations that have been
enacted or adopted by April 1, 1983, in which federal assistance, insurance, or guaranties are sought.

12A. If the adjusted gross income includes income or loss from a business operated by the taxpayer, and if
the business does not qualify for the adjustment under subsection 12, an additional deduction shall be allowed
in computing the income or loss from the business if the business hired for employment in the state during its
annual accounting period ending with or during the taxpayer's tax year either of the following:

a. Anindividual domiciled in this state at the time of the hiring who meets any of the following conditions:
(1) Has been convicted of afelony in thisor any other state or the District of Columbia

(2) Ison parole pursuant to chapter 906.

(3) Ison probation pursuant to chapter 907, for an offense other than a simple misdemeanor.

(4) Isin awork release program pursuant to chapter 904, division I X.

b. Anindividual, whether or not domiciled in this state at the time of the hiring, who is on parole or probation
and to whom the interstate probation and parole compact under section 907A.1, Code 2001, applies, or to

whom the interstate compact for adult offender supervision under chapter 907B applies.

The amount of the additional deduction is equal to sixty-five percent of the wages paid to individuals, but
shall not exceed twenty thousand dollars per individual, named in paragraphs "a" and "b" who were hired for



the first time by that business during the annual accounting period for work done in the state. This additional
deduction is allowed for the wages paid to those individuals successfully completing a probationary period
during the twelve months following the date of first employment by the business and shall be deducted at the
close of the annual accounting period.

The additional deduction shall not be allowed for wages paid to an individual who was hired to replace an
individual whose employment was terminated within the twelve-month period preceding the date of first
employment. However, if the individual being replaced left employment voluntarily without good cause
attributable to the employer or if the individual was discharged for misconduct in connection with the
individual's employment as determined by the department of workforce development, the additional
deduction shall be alowed.

A taxpayer who is a partner of a partnership or a shareholder of a subchapter S corporation, may deduct that
portion of wages qualified under this subsection paid by the partnership or subchapter S corporation based on
the taxpayer's pro rata share of the profits or losses from the partnership or subchapter S corporation.

The department shall develop and distribute information concerning the deduction available for businesses
employing persons named in paragraphs "a" and "b".

13. a. Subtract, to the extent included, the amount of additional social security benefits taxable under the
Internal Revenue Code for tax years beginning on or after January 1, 1994, but before January 1, 2014. The
amount of social security benefits taxable as provided in section 86 of the Internal Revenue Code, as
amended up to and including January 1, 1993, continues to apply for state income tax purposes for tax years
beginning on or after January 1, 1994, but before January 1, 2014.

b. (1) For tax years beginning in the 2007 calendar year, subtract, to the extent included, thirty-two percent of
taxable social security benefits remaining after the subtraction in paragraph "a".

(2) For tax years beginning in the 2008 calendar year, subtract, to the extent included, thirty-two percent of
taxable social security benefits remaining after the subtraction in paragraph "a".

(3) For tax years beginning in the 2009 calendar year, subtract, to the extent included, forty-three percent of
taxable social security benefits remaining after the subtraction in paragraph "a".

(4) For tax years beginning in the 2010 calendar year, subtract, to the extent included, fifty-five percent of
taxable social security benefits remaining after the subtraction in paragraph "a".

(5) For tax years beginning in the 2011 calendar year, subtract, to the extent included, sixty-seven percent of
taxable social security benefits remaining after the subtraction in paragraph "a".

(6) For tax years beginning in the 2012 calendar year, subtract, to the extent included, seventy-seven percent
of taxable social security benefits remaining after the subtraction in paragraph "a".

(7) For tax years beginning in the 2013 calendar year, subtract, to the extent included, eighty-nine percent of
taxable social security benefits remaining after the subtraction in paragraph "a".

c. Married taxpayers, who file ajoint federal income tax return and who elect to file separate returns or who
elect separate filing on a combined return for state income tax purposes, shall allocate between the spouses
the amount of benefits subtracted under paragraphs "a" and "b" from net income in the ratio of the social
security benefits received by each spouse to the total of these benefits received by both spouses.

d. For tax years beginning on or after January 1, 2014, subtract, to the extent included, the amount of social
security benefits taxable under section 86 of the Internal Revenue Code.



14. Add the amount of intangible drilling and development costs optionally deducted in the year paid or
incurred as described in section 57(a)(2) of the Internal Revenue Code. This amount may be recovered
through cost depletion or depreciation, as appropriate under rules prescribed by the director.

15. Add the percentage depletion amount determined with respect to an ail, gas, or geothermal well as
described in section 57(a)(1) of the Internal Revenue Code.

16. Subtract the income resulting from the forfeiture of an installment real estate contract, the transfer of real
or personal property securing a debt to a creditor in cancellation of that debt, or from the sale or exchange of
property as aresult of actual notice of foreclosure if al of the following conditions are met:

a. Theforfeiture, transfer, or sale or exchange was done for the purpose of establishing a positive cash flow.

b. Immediately before the forfeiture, transfer, or sale or exchange, the taxpayer's debt to asset ratio exceeded
ninety percent as computed under generally accepted accounting practices.

c. The taxpayer's net worth at the end of the tax year is less than seventy-five thousand dollars. In
determining a taxpayer's net worth at the end of the tax year ataxpayer shall include any asset transferred
within one hundred twenty days prior to the end of the tax year without adequate and full consideration in
money or money's worth. In determining the taxpayer's debt to asset ratio, the taxpayer shall include any
asset transferred within one hundred twenty days prior to such forfeiture, transfer, or sale or exchange
without adequate and full consideration in money or money's worth. For purposes of this subsection, actual
notice of foreclosure includes, but is not limited to, bankruptcy or written notice from a creditor of the
creditor's intent to foreclose where there is a reasonable belief that the creditor can force a sale of the asset.
For purposes of this subsection, in the case of married taxpayers, except in the case of a husband and wife
who live apart at al times during the tax year, the assets and liabilities of both spouses shall be considered for
purposes of determining the taxpayer's net worth or the taxpayer's debt to asset ratio.

17. Add interest and dividends from regulated investment companies exempt from federal income tax under
the Internal Revenue Code and subtract the loss on the sale or exchange of a share of aregulated investment
company held for six months or less to the extent the loss was disallowed under section 852(b)(4)(B) of the
Internal Revenue Code.

18. Reserved.

19. Subtract interest earned on bonds and notes issued by the agricultural development authority as provided
in section 175.17, subsection 10.

20. Subtract, to the extent included, the proceeds received pursuant to ajudgment in or settlement of alawsuit
against the manufacturer or distributor of aVietnam herbicide for damages resulting from exposure to the
herbicide. This subsection applies to proceeds received by ataxpayer who is a disabled veteran or who isa
beneficiary of adisabled veteran.

For purposes of this subsection:
a. "Vietnam herbicide" means a herbicide, defoliant or other causative agent containing dioxin, including, but
not limited to, Agent Orange, used in the Vietnam Conflict beginning December 22, 1961, and ending May 7,

1975, inclusive.

b. "Agent Orange" means the herbicide composed of trichlorophenoxyacetic acid and dichlorophenoxyacetic
acid and the contaminant dioxin (TCDD).

21. Subtract the net capital gain from the following:



a. (1) Net capital gain from the sale of real property used in a business, in which the taxpayer materially
participated for ten years, as defined in section 469(h) of the Internal Revenue Code, and which has been held
for aminimum of ten years, or from the sale of a business, as defined in section 423.1, in which the taxpayer
materially participated for ten years, as defined in section 469(h) of the Internal Revenue Code, and which
has been held for aminimum of ten years. The sale of a business means the sale of all or substantially all of
the tangible personal property or service of the business.

However, where the business is sold to individuals who are all lineal descendants of the taxpayer, the
taxpayer does not have to have materially participated in the business in order for the net capital gain from
the sale to be excluded from taxation.

However, in lieu of the net capital gain deduction in this paragraph and paragraphs "b", "c", and "d", where
the businessis sold to individuals who are al lineal descendants of the taxpayer, the amount of capital gain
from each capital asset may be subtracted in determining net income.

(2) For purposes of this paragraph, "lineal descendant” means children of the taxpayer, including legally
adopted children and biological children, stepchildren, grandchildren, great-grandchildren, and any other
lineal descendants of the taxpayer.

b. Net capital gain from the sale of cattle or horses held by the taxpayer for breeding, draft, dairy, or sporting
purposes for a period of twenty-four months or more from the date of acquisition; but only if the taxpayer
received more than one-half of the taxpayer's gross income from farming or ranching operations during the
tax year.

c. Net capital gain from the sale of breeding livestock, other than cattle or horses, if the livestock is held by
the taxpayer for a period of twelve months or more from the date of acquisition; but only if the taxpayer
received more than one-half of the taxpayer's gross income from farming or ranching operations during the
tax year.

d. Net capital gain from the sale of timber as defined in section 631(a) of the Internal Revenue Code.

However, to the extent otherwise alowed, the deduction provided in this subsection is not alowed for
purposes of computation of a net operating loss in section 422.9, subsection 3, and in computing the income
for the taxable year or years for which a net operating loss is deducted.

For purposes of this subsection, the term "held" shall be determined with reference to the holding period
provisions of section 1223 of the Internal Revenue Code and the federal regulations adopted pursuant thereto.

22. Subtract, to the extent included, the amounts paid to an eligible individual under section 105 of the Civil
Liberties Act of 1988, Pub. L. No. 100-383, Title|, as satisfaction for a claim against the United States
arising out of the confinement, holding in custody, relocation, or other deprivation of liberty or property of an
individual of Japanese ancestry.

23. Reserved.

24. Subtract, to the extent included, active duty pay received by a person in the national guard or armed
forces military reserve for services performed on or after August 2, 1990, pursuant to military orders related
to the Persian Gulf Conflict.

25. Subtract, to the extent included, active duty pay received by a person in the national guard or armed
forces military reserve for service performed on or after November 21, 1995, pursuant to military orders
related to peacekeeping in Bosnia-Herzegovina.



26. Add depreciation taken for federal income tax purposes on a speculative shell building defined in section
427.1, subsection 27, which is owned by afor-profit entity and the for-profit entity is receiving the proper tax
exemption. Subtract depreciation computed as if the speculative shell building were classified as fifteen-year
property under the accelerated cost recovery system of the Internal Revenue Code during the period during
which it is owned by the for-profit entity and is receiving the property tax exemption. However, this
subsection does not apply to a speculative shell building which is used by the for-profit entity, subsidiary of
the for-profit entity, or majority owners of the for-profit entity, for other than as a speculative shell building,
as defined in section 427.1, subsection 27.

27. Subtract, to the extent included, payments received by an individual providing unskilled in-home
health-related care services pursuant to section 249.3, subsection 2, paragraph "a", subparagraph (2), to a
member of the individual caregiver's family. For purposes of this subsection, amember of the individual
caregiver's family includes a spouse, parent, stepparent, child, stepchild, brother, stepbrother, sister,
stepsister, lineal ancestor, or lineal descendant, and such persons by marriage or adoption. A health care
professional licensed by an examination board designated in section 147.13, subsections 1 through 10, is nhot
eligible for the exemption authorized in this subsection.

28. If the taxpayer is owner of an individual development account certified under chapter 541A at any time
during the tax year, deductions of all of the following shall be allowed:

a. Contributions made to the account by persons and entities, other than the taxpayer, as authorized in chapter
541A.

b. The amount of any savings refund** or state match payments authorized under section 541A.3, subsection
1

c. Earnings from the account.

29. Subtract, to the extent not otherwise deducted in computing adjusted gross income, the amounts paid by
the taxpayer for the purchase of health benefits coverage or insurance for the taxpayer or taxpayer's spouse or
dependent.

30. Subtract the amount of the employer social security credit allowable for the tax year under section 45B of
the Internal Revenue Code to the extent that the credit increases federal adjusted gross income.

31. For aperson who is disabled, or isfifty-five years of age or older, or isthe surviving spouse of an
individual or a survivor having an insurable interest in an individual who would have qualified for the
exemption under this subsection for the tax year, subtract, to the extent included, the total amount of a
governmental or other pension or retirement pay, including, but not limited to, defined benefit or defined
contribution plans, annuities, individual retirement accounts, plans maintained or contributed to by an
employer, or maintained or contributed to by a self-employed person as an employer, and deferred
compensation plans or any earnings attributable to the deferred compensation plans, up to a maximum of six
thousand dollars for a person, other than a husband or wife, who files a separate state income tax return and
up to a maximum of twelve thousand dollars for a husband and wife who file ajoint state income tax return.
However, a surviving spouse who is not disabled or fifty-five years of age or older can only exclude the
amount of pension or retirement pay received as aresult of the death of the other spouse. A husband and wife
filing separate state income tax returns or separately on a combined state return are allowed a combined
maximum exclusion under this subsection of up to twelve thousand dollars. The twelve thousand dollar
exclusion shall be allocated to the husband or wife in the proportion that each spouse's respective pension and
retirement pay received bears to total combined pension and retirement pay received.

32. a. Subtract the maximum contribution that may be deducted for lowaincome tax purposes as a participant
in the lowa educational savings plan trust pursuant to section 12D.3, subsection 1, paragraph "a".



b. Add the amount resulting from the cancellation of a participation agreement refunded to the taxpayer as a
participant in the lowa educational savings plan trust to the extent previously deducted as a contribution to
the trust.

c. Add the amount resulting from a withdrawa made by ataxpayer from the lowa educational savings plan
trust for purposes other than the payment of qualified education expenses to the extent previously deducted as
a contribution to the trust.

33. Subtract, to the extent included, income from interest and earnings received from the |owa educational
savings plan trust created in chapter 12D.

34. Reserved.
35. Subtract, to the extent included, the following:

a. Payments made to the taxpayer because of the taxpayer's status as a victim of persecution for racial, ethnic,
or religious reasons by Nazi Germany or any other Axisregime or as an heir of such victim.

b. Items of income attributable to, derived from, or in any way related to assets stolen from, hidden from, or
otherwise lost to avictim of persecution for racial, ethnic, or religious reasons by Nazi Germany or any other
AXxisregime immediately prior to, during, and immediately after World War 1, including, but not limited to,
interest on the proceeds receivabl e as insurance under policiesissued to a victim of persecution for racial,
ethnic, or religious reasons by Nazi Germany or any other Axis regime by European insurance companies
immediately prior to and during World War 11. However, income from assets acquired with such assets or
with the proceeds from the sale of such assets shall not be subtracted. This paragraph shall only apply to a
taxpayer who was the first recipient of such assets after recovery of the assets and who is a victim of
persecution for racial, ethnic, or religious reasons by Nazi Germany or any other Axisregime or is an heir of
such victim.

36. Add, to the extent not already included, income from the sale of obligations of the state and its political
subdivisions. Income from the sale of these obligations is exempt from the taxes imposed by thisdivision
only if the law authorizing these obligations specifically exempts the income from the sale from the state
individual income tax.

37. Notwithstanding the method for computing income from an installment sale under section 453 of the
Internal Revenue Code, as defined in section 422.3, the method to be used in computing income from an
installment sale shall be the method under section 453 of the Internal Revenue Code, as amended up to and
including January 1, 2000. A taxpayer affected by this subsection shall make adjustments in the adjusted
gross income pursuant to rules adopted by the director.

The adjustment to net income provided in this subsection is repealed for tax years beginning on or after
January 1, 2002. However, to the extent that a taxpayer using the accrual method of accounting reported the
entire capital gain from the sale or exchange of property on the lowareturn for the tax year beginning in the
2001 calendar year and the capital gain was reported on the installment method on the federal income tax
return, any additional installment from the capital gain reported for federal income tax purposesis not to be
included in net income in tax years beginning on or after January 1, 2002.

38. Subtract, to the extent not otherwise excluded, the amount of withdrawals from qualified retirement plan
accounts made during the tax year if the taxpayer or taxpayer's spouse is a member of the lowa national
guard or reserve forces of the United States who is ordered to state military service or federal service or duty.
In addition, a penalty for such withdrawals shall not be assessed by the state.

39. a. The additional first-year depreciation allowance authorized in section 168(k) of the Internal Revenue



Code, as enacted by Pub. L. No. 107-147, section 101, does not apply in computing net income for state tax
purposes. If the taxpayer has taken such deduction in computing federal adjusted gross income, the following
adjustments shall be made:

(1) Add the total amount of depreciation taken on all property for which the election under section 168(k) of
the Internal Revenue Code was made for the tax year.

(2) Subtract an amount equal to depreciation allowed on such property for the tax year using the modified
accelerated cost recovery system depreciation method applicable under section 168 of the Internal Revenue
Code without regard to section 168(k).

(3) Any other adjustments to gains or losses to reflect the adjustments made in subparagraphs (1) and (2)
pursuant to rules adopted by the director.

b. A taxpayer may elect to apply the additional first-year depreciation allowance authorized in section
168(k)(4) of the Internal Revenue Code, as enacted by Pub. L. No. 108-27, in computing net income for state
tax purposes, for qualified property acquired after May 5, 2003, and before January 1, 2005. If the taxpayer
elects to take the additional first-year depreciation allowance authorized in section 168(k)(4) of the Internal
Revenue Code for state tax purposes, the deduction may be taken on amended state tax returns, if necessary.
If the taxpayer does not elect to take the additional first-year depreciation allowance authorized in section
168(Kk)(4) of the Internal Revenue Code for state tax purposes, the following adjustment shall be made:

(1) Add the total amount of depreciation taken on all property for which the election under section 168(k)(4)
of the Internal Revenue Code was made for the tax year.

(2) Subtract an amount equal to depreciation allowed on such property for the tax year using the modified
accelerated cost recovery system depreciation method applicable under section 168 of the Internal Revenue
Code without regard to section 168(k)(4).

(3) Any other adjustmentsto gains or losses to reflect the adjustments made in subparagraphs (1) and (2)
pursuant to rules adopted by the director.

40. Subtract, to the extent included, active duty pay received by a person in the national guard or armed
forces military reserve for service performed on or after January 1, 2003, pursuant to military orders related
to Operation Iragi Freedom, Operation Noble Eagle, and Operation Enduring Freedom.

41. Reserved.

42. Subtract, to the extent included, military student loan repayments received by the taxpayer serving on
active duty in the national guard or armed forces military reserve or on active duty status in the armed forces.

43. A taxpayer may elect not to take the increased expensing allowance under section 179 of the Internal
Revenue Code, as amended by Pub. L. No. 108-27, section 202, in computing state tax purposes. If the
taxpayer does not take the increased expensing allowance under section 179 of the Internal Revenue Code for
state tax purposes, the following adjustments shall be made:

a. Add the total amount of expense deduction taken on section 179 property for federal tax purposes under
section 179 of the Internal Revenue Code.

b. Subtract the amount of expense deduction on section 179 property allowable for federal tax purposes under
section 179 of the Internal Revenue Code prior to enactment of Pub. L. No. 108-27, section 202.

c. Any other adjustments to gains and losses to the adjustments made in paragraphs "a" and "b" pursuant to



rules adopted by the director.

44. a. If the taxpayer, while living, donates one or more of the taxpayer's human organs to another human
being for immediate human organ transplantation during the tax year, subtract, to the extent not otherwise
excluded, the following unreimbursed expenses incurred by the taxpayer and related to the taxpayer's organ
donation:

(1) Travel expenses.
(2) Lodging expenses.
(3) Lost wages.

b. The maximum amount that may be deducted under paragraph "a" isten thousand dollars. A taxpayer shall
only take the deduction under this subsection once. If adeduction is taken under this subsection, the amount
of expenses shall not be considered medical care expenses under section 213 of the Internal Revenue Code
for state tax purposes.

c. For purposes of this subsection, "human organ" means all or part of aliver, pancreas, kidney, intestine,
lung, or bone marrow.

45, Subtract, to the extent not otherwise deducted, the amount of two thousand dollars for the cost of a clean
fuel motor vehicleif the taxpayer was eligible for the alternative motor vehicle credit under section 30B of
the Internal Revenue Code for such motor vehicle.

46. Subtract, to the extent included, the amount of any grant provided pursuant to the injured veterans grant
program pursuant to section 35A.14.

47. Subtract, to the extent not otherwise deducted in computing adjusted gross income, the amounts paid by
the taxpayer to the department of veterans affairs for the purpose of providing grants under the injured
veterans grant program established in section 35A.14. Amounts subtracted under this subsection shall not be
used by the taxpayer in computing the amount of charitable contributions as defined by section 170 of the
Internal Revenue Code.

48. Subtract, to the extent included, income from interest and earnings received from the bonds issued under
section 12.91.

49. Subtract, to the extent included, the amount of ordinary or capital gain realized by the taxpayer as aresult
of the involuntary conversion of property due to eminent domain. However, if the total amount of such
realized ordinary or capital gain is not recognized because the converted property is replaced with property
that issimilar to, or related in use to, the converted property, the amount of such realized ordinary or capital
gain shall not be subtracted under this subsection until the remaining realized ordinary or capital gainis
subject to federal taxation or until the time of disposition of the replacement property as provided under rules
of the director. The subtraction alowed under this subsection shall not alter the basis as established for
federal tax purposes of any property owned by the taxpayer.

50. Subtract, to the extent included, the amount of victim compensation awards paid under the victim
compensation program, victim restitution payments received pursuant to chapter 910 or 915, and any
damages awarded by a court, and received by the taxpayer, in acivil action filed by the victim against the
offender, during the tax year.

51. Subtract, to the extent included, the amount of any Vietnam Conflict veterans bonus provided pursuant to
section 35A.8, subsection 5, and section 35A.8A.



52. Subtract, to the extent included, an amount equal to any income received from the sale, rental, or
furnishing of tangible persona property or services directly related to the production of a project registered
under section 15.393 which meets the criteria of a qualified expenditure under section 15.393, subsection 2,

paragraph "a", subparagraph (2).

53. A taxpayer is allowed to take the increased expensing allowance under section 179 of the Interna
Revenue Code, as amended by Pub. L. No. 110-185, in computing state tax purposes.

[C35, § 6943-f7; C39, § 6943.039; C46, 50, 54, 58, 62, 66, 71, 73, 75, 77, 79, 81, 8§ 422.7;, 81 Acts, ch 132, §
46, 911; 82 Acts, ch 1023, § 38, 25, 30, 31, ch 1203, § 2]

83 Acts, ch 174, 8 1, 3; 83 Acts, ch 179, 8 5, 6, 21, 24; 84 Acts, ch 1305, § 29, 30; 85 Acts, ch 230, § 4; 86
Acts, ch 1232, § 2; 86 Acts, ch 1236, § 5; 86 Acts, ch 1238, § 18; 86 Acts, ch 1241, 8 14; 86 Acts, ch 1243, §
33; 87 Acts, 1st Ex, ch 1, §83; 87 Acts, 2nd Ex, ch 1, §46; 88 Acts, ch 1028, 81315; 89 Acts, ch 175, 8§ 2; 89
Acts, ch 225, § 18, 19; 89 Acts, ch 228, § 6, 7, 11; 89 Acts, ch 249, § 2; 89 Acts, ch 251, § 13; 89 Acts, ch
268, §4; 89 Acts, ch 285, 8 3; 90 Acts, ch 1171, 82; 90 Acts, ch 1195, 8 1; 90 Acts, ch 1251, § 52; 90 Acts,
ch 1271, § 1901, 1903; 91 Acts, ch 196, §2; 91 Acts, ch 210, § 1; 92 Acts, ch 1225, 8 1, 5; 92 Acts, ch 1247,
8 30, 31, 39; 93 Acts, ch 97, §14, 20; 94 Acts, ch 1165, 812, 46; 94 Acts, ch 1166, 82, 3, 12; 94 Acts, ch
1183, §7779, 97; 95 Acts, ch 5, 81, 14; 95 Acts, ch 152, 8§83, 7; 95 Acts, ch 206, 81, 4; 96 Acts, ch 1106, § 7;
96 Acts, ch 1129, 8§ 113; 96 Acts, ch 1186, 8§ 23; 97 Acts, ch 133, 81; 97 Acts, ch 135, 84, 9; 98 Acts, ch
1100, 857; 98 Acts, ch 1172, 812, 14; 98 Acts, ch 1174, 85, 6; 98 Acts, ch 1177, 816; 2000 Acts, ch 1103, 82,
3; 2000 Acts, ch 1163, 85, 6; 2000 Acts, ch 1194, 88, 21; 2001 Acts, ch 15, 81, 2; 2001 Acts, ch 116, 86, 28;
2001 Acts, ch 127, 84, 5, 9, 10; 2001 Acts, 2nd EX, ch 6, 821, 22, 25, 26, 37; 2002 Acts, ch 1069, &4, 11, 14;
2002 Acts, ch 1150, 84; 2002 Acts, ch 1151, 85, 36; 2003 Acts, ch 139, 85, 11, 12; 2003 Acts, ch 142, §5, 6,
11; 2003 Acts, 1st Ex, ch 2, §184, 205; 2004 Acts, ch 1086, §866; 2004 Acts, 1st Ex, ch 1001, 838, 41, 42;
2005 Acts, ch 2, 81, 2, 6; 2005 Acts, ch 19, 853; 2005 Acts, ch 24, 84, 10, 11; 2005 Acts, ch 127, 81, 2; 2006
Acts, ch 1013, 81, 2; 2006 Acts, ch 1106, 82, 4; 2006 Acts, ch 1112, 84, 5; 2006 Acts, ch 1140, &4, 10, 11;
2006 Acts, ch 1158, 812; 2006 Acts, ch 1179, §71; 2006 Acts, 1st Ex, ch 1001, 8§41, 49; 2007 Acts, ch 27, 82,
11; 2007 Acts, ch 54, §35; 2007 Acts, ch 162, 84, 13; 2007 Acts, ch 176, 82, 4; 2007 Acts, ch 186, §8; 2008
Acts, ch 1011, § 4, 9; 2008 Acts, ch 1131, 8 24; 2008 Acts, ch 1178, 88, 17

* Reference to "subparagraph (2)" probably intended; corrective legidation is pending

** Authority for issuance of savings refunds stricken from § 541A.3 and replaced by state match payments
effective April 29, 2008, and retroactive to tax years beginning on or after January 1, 2008; 2008 Acts, ch
1178, 813, 17

2005 amendments to subsection 39, paragraph b, are effective February 24, 2005, and apply retroactively to
tax years ending after May 5, 2003; requirements pertaining to amended returns and depreciation
adjustments; 2005 Acts, ch 2, 85, 6

2005 amendments striking former subsections 41 and 43 are effective April 13, 2005, and apply retroactively
to January 1, 2003, for tax years beginning on or after that date; 2005 Acts, ch 24, 810, 11

2005 amendment adding NEW subsection 43 is effective February 24, 2005, and applies retroactively to tax
years beginning on or after January 1, 2003; requirements pertaining to amended returns and depreciation
adjustments; 2005 Acts, ch 2, 85, 6

2005 amendment adding NEW subsection 44 applies retroactively to January 1, 2005, for tax years beginning
on or after that date; 2005 Acts, ch 127, 82

2006 amendment to subsection 13 takes effect January 1, 2007, for tax years beginning on or after that date;
2006 Acts, ch 1112, 85



2006 amendment adding the last unnumbered paragraph of subsection 21 takes effect March 29, 2006, and
applies retroactively to sales made on or after January 1, 2006, to determining the holding period for sales
made on or after January 1, 2006, and to tax years beginning on or after January 1, 2006; 2006 Acts, ch 1013,
82

Subsection 45 takes effect May 30, 2006, and applies retroactively to tax years beginning on or after January
1, 2005; 2006 Acts, ch 1140, §10, 11

Subsections 46 and 47 take effect May 8, 2006, and apply retroactively to tax years beginning on and after
January 1, 2006; 2006 Acts, ch 1106, 84

Subsection 49 applies retroactively to January 1, 2006, for tax years beginning on or after that date; 2006
Acts, 1st Ex, ch 1001, 849

Subsection 50 applies retroactively to tax years beginning on or after January 1, 2007; 2007 Acts, ch 27, §11
Subsection 51 applies retroactively to tax years beginning on or after January 1, 2007; 2007 Acts, ch 176, 84

Subsection 52 takes effect May 17, 2007, and applies retroactively to tax years beginning on or after January
1, 2007; 2007 Acts, ch 162, §13

2008 amendment to subsection 28, paragraph b, takes effect April 29, 2008, and applies retroactively to
January 1, 2008, for the tax year beginning on that date; 2008 Acts, ch 1178, 8 17

2008 amendment to subsection 51 takes effect May 5, 2008, and applies retroactively to January 1, 2008, for
tax years beginning on or after that date; 2008 Acts, ch 1131, §4

Subsection 53 takes effect March 11, 2008, and applies retroactively to January 1, 2008, for tax years
beginning on or after that date; 2008 Acts, ch 1011, §9



